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OATH OR AFFIRMATION

Katherine Anderson
swear or affirm that to the best of

as

12/31/2011
________

are true and correct further swear or affirm that

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Energy Hunter Securities Inc

of
_______________________________________________ ________

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Notary

Signature

FINOP

Title

This report contains check all applicable boxes

Facing Page

IZI Statement of Financial Condition

IZI Statement of Income Loss
121 Statement of Changes in Financial Condition

IZI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

121 Computation of Net Capital

IZI Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Z1 Information Relating to the Possession or Control Requirements Under Rule 15c3-3

121 Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

IZJ An Oath or Affirmation

IZI copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions ofthis filing see section 240.1 7a-5e3
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Io the Boaid of Directors

Energy Hunter Securities Inc

Lallas iexas

We have audited the statement financial condition of
nergy

Hunter curities Inc the Company as of

lecember 31 2011 and the related statnients of income changes in partneis capith and cash flows for the

year then ended that you are hi ng pursuant to Rule 17a ruder the Securities Exchange Act of 1934 These

financial statements are the responsihul ty of the ompanys inaingement Our responsibility us express an

opinion on these financial stateff ents sed on our audit

We conducted our audit in accordance with auditing standards general accepted in the United States of

America Those standards require tha we plan and perform the audit to btam ieasoncblc assurance about

hethcr the financial statcacets arc free of naterial missi itereent An irdit includre xamnii oe test

basis evidence supporting the amounts and Jisciosures in the financial statement An audit also includes

arsessing the accounting piinciplcs used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provide reason ible basis Eu our

opinion

In our opinion the 2011 financial st emnts referred to above present fairly in all matei ial
respects

the

financ ia position of Energy fur ter Sec unties Inc as of December 31 2011 and the results of its operations

aid its cash flows for the year en ended in onformity with accountmg principles gencrilly accepted in the

nited States of America

Our audit was conducted for the purpose 0f forming an opunio on the hna icial stitements as wi ole

supplementary infonnation contained ii Schedules II and 111 required by Rule Ta under the Seujrities

Exchange Act of 1934 us presented fin
purposes

of additiorisi anilysi and is not required pert of the

financial statements Such infoimation is the esponsubiluty of management md was derived from relates

directly to the underlym accounting and rther records used to prepare the funaneimi statements The

information has been subjeetad to the auditing procedures applied in the audit of the financial statements and

certain additional procedures including comparing and reeoncilmg such infoiniation directly to the underlying

accounting arid other records used prename the faa cual statements or to the financial stater rents themselves

and other additional procedui us in accordance with auditing standards
ge icr mily accepted in the United States

of Amenica In ow opinion the nformation is fairly stated sll mateuial respects in rclati to the financial

statements as whole

LLf

Dallas exas

March 92012



Energy Hunter Securities Inc

Statement of Financial Position

As of December 31 2011

CURRENT ASSETS

Cash 184331

Accounts receivable related party 34040

TOTAL CURRENT ASSETS 218371

FIXED ASSETS

Furniture and fixtures net of accumulated depreciation of $64456 8156

TOTAL ASSETS 226527

LIABILITIES

Accounts payable 49228

TOTAL LIABILITIES 49228

SHAREHOLDERS EQUITY

Capital stock

Common no par value

1000 shares authorized 120 shares issued and outstanding $1000 stated value 120000

Additional paid-in capital 200000

Accumulated deficit 142701
TOTAL SHAREHOLDERS EQUITY 177299

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 226527

See accompanying notes to the Jmnancial statements



Energy Hunter Securities Inc

Statement of Operations

For the Year Ended December 31 2011

REVENUES
Service fee and commission income related party

EXPENSES
Commissions and fees

Employee compensation and benefits

Professional fees

Rent and utilities

General and administrative

Depreciation

Total expenses

NET LOSS

1559634

599861

693169

129228

77769

89193

5.484

1594704

35070

See accompanying notes to the financial statements



Energy Hunter Securities Inc

Statement of Changes in Shareholders Equity

For the Year Ended December 31 2011

See accompanying notes to the financial statements

Total

Balance at January 12011

Contributed capital

Net loss

Balance at December 31 2011

Common Paid-in Accumulated

Stock Capital Deficit

120000 125000 107631
75000

________________ _______________
35070

120000 200000 142701

Shareholders

Eauit______
137369

75000

177.299



Energy Hunter Securities Inc

Statement of Cash Flows

For the Year Ended December 31 2011

Depreciation

Changes in assets and liabilities

Increase in accounts receivable

Decrease in accounts payable

Net cash used in operating activities

Cash flows from investing activities

Capital expenditures

Net cash used in investing activities

Cash flows from financing activities

Contributed capital

Net cash provided by financing activities

Net increase in cash

Cash at beginning of year

Cash at end of year

35070

5484

28560

3348
4374

4156

4156

75000

75000

66470

117861

184331

Cash flows from operating activities

Net loss

Adjustment to reconcile net loss to net cash used in operating activities



Energy Hunter Securities Inc

Notes to the Financial Statements

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business Energy Hunter Securities Inc formally known as NGAS Securities Inc

the Company is registered broker-dealer in Houston TX and is member of the Financial Industry Regulatory

Authority FINRA On April 13 2011 Magnum Hunter Resources Corporation completed the acquisition of all

outstanding common shares of NGAS Resources Inc parent to NGAS Securities Inc In connection with this

acquisition NGAS Production Companys name was changed to Magnum Hunter Production and NGAS Securities

to Energy Hunter Securities The parent did not elect to push down purchase accounting to Energy Hunter

Securities as the fair value of assets and liabilities acquired was equal to book value The Company is wholly-

owned subsidiary of Magnum Hunter Production Inc which is subsidiary of Magnum Hunter Resources

Corporation offering brokering services related to oil and gas ventures and programs

Income Taxes The Company and Magnum Hunter Resources Corporation file consolidated Federal income tax

return The Company records its share of the consolidated Federal income tax expense benefit and that amount is

remitted to or received from Magnum Hunter Resources Corporation There was no tax benefit recorded in 2011

because Magnum Hunter Resources Corporation has fully reserved net operating loss for income tax purposes We

account for income taxes under the liability method Deferred tax assets and liabilities arc determined based on

differences between financial reporting and tax bases of assets and liabilities and are measured using the enacted tax

rates and laws that will be in effect when the differences are expected to reverse

Cash include cash in banks and highly liquid debt securities that have original maturities of three months or

less At December 31 2011 the Company had cash deposits in excess of FDIC insured limits at various financial

institutions

Accounts Receivable Accounts receivable consists of service and commissions fee revenue receivable from the

parent of the Company Due to the nature of the accounts receivable the Company does not maintain an allowance

for doubtful accounts See Note for transactions with related party

Use of Estimates The preparation of financial statements in conformity with U.S generally accepted accounting

principles requires management to make estimates and assumptions that affect certain reported amounts and

disclosures Accordingly actual results could differ from those estimates

Furniture and Fixtures Assets are carried at cost Major additions and improvements are capitalized while

maintenance and repairs including the replacement of minor items are expensed as incurred When retired or

otherwise disposed of the related carrying value and accumulated depreciation are cleared from the respective

accounts Depreciation is provided over the estimated useful lives of the related assets over the straight-line method

from 5-7 years

Revenue Recognition Service fee and related fee income are recorded as services are performed

Uncertain Tax Positions We recognize liabilities for uncertain income tax positions based on two-step process

The first step is to evaluate the tax position for recognition by determining if the weight of available evidence

indicates that it is more likely than not that the position will be sustained on audit including resolution of related

appeals or litigation processes if any The second step requires us to estimate and measure the tax benefit as the

largest amount that is more than 50% likely to be realized upon ultimate settlement It is inherently difficult and

subjective to estimate such amounts as we must determine the probability of various possible outcomes We

reevaluate these uncertain tax positions on quarterly basis or when new information becomes available to

management These reevaluations are based on factors including but not limited to changes in facts or

circumstances changes in tax law successfully settled issues under audit expirations due to statutes and new audit

activity Such change in recognition or measurement could result in the recognition of tax benefit or an increase

to the tax accrual We had no uncertain tax positions at December 31 2011



Energy Hunter Securities Inc

Notes to the Financial Statements continued

The Company filed consolidated return with its parent Magnum Hunter Resources Corporation During the year

ended December 31 2011 the Parent has not incurred any interest or penalties on its income tax returns The

Parents tax returns are subject to possible examination by the taxing authorities For Federal income tax purposes

the tax returns essentially remain open for possible examination for period of three years after the date on which

those returns are filed

Fair Value of Financial Instruments The carrying amounts of financial instruments including cash accounts

receivable and accounts payable approximate fair value as of December 31 2011

NOTE TRANSACTIONS WITH RELATED PARTY

During 2011 the Company collected service fees and commission income of $1559634 from its parent Magnum
Hunter Production Inc Accounts receivable from Magnum Hunter Production Inc as of December 31 2011 are

$34040

NOTE NET CAPITAL REOUIREMENTS

The Company is subject to the Securities and Exchange Commission SEC Uniform Net Capital Rule rule 15c3-1

which requires the maintenance of $5000 minimum net capital as broker who does not carry customers accounts

The SEC requires that the ratio of the aggregate indebtedness to net capital shall not exceed 15 to As of

December 31 2011 the Company had net capital as defined of$135033 which was $130033 above its required

net capital of $5000 and aggregate indebtedness of $49298 The aggregate indebtedness to net capital ratio as

defined was 0.37 to

NOTE 0- EMPLOYEE BENEFIT PLAN

The Company maintains salary deferral plan under section 401k of the Internal Revenue Code The plan allows

all eligible employees to defer up to 5A of their annual compensation through contributions to the plan with

matching contributions by the Company up to 3% of the participating employees compensation plus half of their

plan contributions between 3% and 5% of annual compensation The deferrals accumulate on tax deferred basis

until participating employee withdraws the funds allowable based on vesting schedule The Companys

matching contributions totaled $6052 for the year ended December 31 2011

NOTE COMMITMENTS AND CONTINGENCIES

As of December 31 2011 we rent office space in Lexington Kentucky of approximately 2982 square feet at cost

of $4776 per month for the remaining term of the lease of 13 months

NOTE CONCENTRATIONS OF CREDIT RISK

For the year ended December 31 2011 all of our service and commission fee revenue was earned from the

Companys parent Magnum Hunter Production Inc Although we are exposed to concentration of credit risk we

believe the parent is credit worthy

NOTE SUBSEOUENT EVENTS

There have been no subsequent events from December 31 2011 through March 92012 the date which the financial

statements were available to be issued



Energy Hunter Securities Inc

Computation of Net Capital Under SEC Rule 15c3-1

As of December 31 2011

Accounts receivable related party

Furniture and fixtures net of accumulated depreciation

Other assets

COMPUTATION OF BASIC NET CAPITAL REOUIREMENTS

Minimum net capital required

Excess net capital

Excess net capital at 1000%

Ratio Aggregate indebtedness to net capital 0.37

RECONCILIATION OF FINANCIAL STATEMENTS TO FOCUS REPORT

Net capital as reported in Companys Part II unaudited FOCUS report

To accrue revenue recorded

To reclass contributions received into equity

To accrue commissions incurred and paid by parent company

Intercompany payable/receivable reclassification

NET CAPITAL

Total shareholders equity qualified for net capital

Deduct nonallowable assets

177299

34040

8156

TOTAL AGGREGATE INDEBTEDNESS

NET CAPITAL

70

135033

49298

5000

130033

129033

52346

207477

75000

165750

34040

Net capital above 135033



Energy Hunter Securities Inc

Computation of Net Capital Under SEC Rule 15c3-1

As of December 31 2011

SCHEDULE II

COMPUTATION FOR DETERMINATION OF RESERVE REOUIREMENTS
UNDER SEC RULE 5c3-3

ENERGY HUNTER SECURITIES INC

December 31 2011

The company operates under the paragraph k2i exemption to SEC Rule 5c3-3 the Customer Protection Rule

and therefore is not subject to the Customer Reserve requirements of the Rule



Energy Hunter Securities Inc

Computation of Net Capital Under SEC Rule 15c3-1

As of December 31 2011

SCHEDULE III

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER SEC RULE 5c3-3

ENERGY HUNTER SECURITIES INC

December 31 2011

The Company operates under the paragraph k2i exemption to SEC Rule 5c3-3 the Customer Protection Rule

and therefore is not subject to the Possession and Control requirements of the Rule
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LNDEPENDNI AUDITORS RFPORI ON INFERNAL ONFROI
REQUIRED BY SE RULE 17aSg1 OR BROKER

AIMLN AN EXEMPTION FROM SEC RULE 15c3

the Board of Directors

Energy Hunter Secunhe Inc

urapevilie xas

planning and performing our idit of the financial statements of Lnergy hunter Securities Inc the

Company as of and for the year ended December 31 Oll ri sccoidancr with auditing standards generally

accepted in the United States of America we considered the Compa internal control over tin incial

reporting internal control as basis for lesigning our aud ting procedures for tfu purpose of
expressing our

opinion on the financial stateme its but not fo the purpose expressing an opinion on the effectiveness of the

ompanys internal controL Accon ingly we do not exp ess an opinion on th effectiveness of the

Comp rnys internal control

Also is required by Rule ha sgl the cecuritiec arid chang Fommcsion SEC we have made

study of the practices and pi ceedures Ibllowed by the Company including consideration of control activities

for safeguarding securities his study included tests of mpFance with such practices and proee iures that

we considered relevant to the objectives stated in Rule 17a 5g in making the periodic computations of

aggrega indebtednes or agg egate debits and net capital under Rule la3all and for determinmg

compliance with the exemptive provis ons of Rule 5c3 Because the Company does not esrry securities

accounts for customers or perform cusbdial functions relating to customer ecunitics we did rview the

practices and procedures followed by ti Company in any of the followrn

Making quarterly securities examinations counts verificatior and comparis xis and the recordation of

differences required by Rule lai

Complying with the requirements for prompt payment for sccuritws under Section of Federal Reserve

Regulation of the Board of Govern ors of the Federal Reserve System

The management of the Company is sponsible fur estallishing and nraintaining internal control and the

practices and procedures referred to in he preceding parr graph In fulfillmg this responsibility estimates and

rdgments by management are required to assess the expected benefits an related costs of controls and of the

practices and procedures referred to ir the preceding paragraph and to xisess whether those practices md

procedures can be expected to achiev the SFC aboveinentioned objectives Iwo of the hjcctives of

internal control and ihe practices and pocedures are to provide management with reasonable but riot absolute

assurance that assets for which the Company as responsibil ty ire safegur rded aga nst loss from uirauthorizcd

use or disposition and that transactions are executed in accordance wi management authorization and

recorded properly to permit the prepa ation of financial statements in corifonnity with generally accepted

accounting principles Rule 7a5b lists ad litional objectives the practices arid procedures listi in the

preceding paragraph



Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and was not designed to identify all deficiencies in internal control that might be material

weaknesses and therefore there can be no assurance that all material weaknesses have been identified

We did not identify any deficiencies in internal control and control activities for safeguarding securities

that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2011 to meet the SECs

objectives

This report is intended solely for the information and use of Board of Directors management the SEC
the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-5g
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

Dallas Texas

March 92012
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Match 2012 To

Audit Committee

Magnum hinter Resources Corporation

717 Post Oak Blvd Suite 910

houston IX 77056

Attr ntiorr Genflemen

19 ccoidaace with Rule l7a5e4 ndr the ecurities Exchrvge Act it l94 we haie paifrncd the

procedures enumerated below with cspcct to the accompanyin Schedule of Assessment and Payments General

Asscssment Reconciliation orm S1PC7 to the Securities Invstor Protection Corporation SIPC for the yeir

enth December 31 2011 which were igreed to by Energy Hunter Securhies Inc thin Company the

Sect ritles and Exchange Commiss on he inancul Industiy Regul itory Aut it rity nc and SIPC solely to

assi you and these other specified parties in evaluating the ompany compliance with th applicable

insti uctions of the General Assessment Reconciliation Form S1PC7 ompanys manat ement is

responsible br the Companys compliance with those requirements agreed upon procedures engagement

was conducted in accordance with attestation standards established by the Air er can Institute of Certified Public

Ace untants sufficiency of these procedures is solely the reponsihility of those puiies specified in this

report Consequently we make no representation regarding the sufficiency of the pro edure described below

either for the purpose for which this repo has been requcstec oi hr any othci purpose The procedures we

performed and our findings art as ft Oows

Compared the listed assessme it payments in nn SIPC witF
respective cash disbuisenient record entries

noting no differences

Compared the amounts reported on the audited Foitu 7A Part III fot th ar endrd December 31

011 as applicable with the amounts reported in Form SIPC/ for thr year ended December 31 2011

rioting no difierences

oinpaied any adjustrrents iepcrted in Form S1PC/ with supporting schedules an nkin papers noting

differences

Proved the mathematic il accu acy ci the calc ilations ref Icc ed it Form SIPC and in the related schedules

and working papers supportin the adjustments noting no differences

Compared the amount of any overpay ient applied with the Form SIP 71 on which it was computed

noting no differences

We were not engaged to and did in cr nduct an examination the objective of which wo ild be the
cxi ression

of air opinion on compliance Accordingly we do not express such an opini in Had we perfo mcd idditional

procedures other matters migh have conic to our attention that wor Id have been reported to

This report intended solely hr the inforir ition md use of the specified partirs listed bove and is not intended

to hr and should not be used by anyone oth than these specified parties4eLL

1all lexas



sIpc7

33-REV 7/10

SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconculaflon

For the fisCal year ended December31 20 11

SlPC7

33-REV 7110

TO BE FILED BY ALL S1PC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining Authority 1934 Act registration no and month in which fIscal year ends for

purposes of the audit requirement of SEC Rule lla-5

FINRA DEC

Energy Hunter Securities Inc

777 Post Oak Blvd Suite 650

TX 77056

General Assessment Item 28 from page

Less payment made with SIPC-6 filed exclude Interest

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Intest computed on late payment see Instruction tor__days at 20% per annum

Total assessment balance and Interest due Or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC

TOtal must be same as above ___________________________

Overpayment carried forward
__________________________

$150

SubsidiarIes and predecessors Included In this form give name and 1934 Act registration number

The SIPC member submitting thIs form and the

person by whom ills executed represent thereby

that all information contained herein Is true correct

and complete

Dated the day ot47a Lt.Jo

This form and the assesament payment Is due 60 days after the end of the fiscal year Retain the Working Copy of this form

for period of not less than years the latest years in an easily accessible place

ales ___________ ___________ ___________
Postmarked

UI

Calculations

Exseptiofls

Cl
Disposition of exceplions

Hole ii any of the information shown on the mailing label

requires correction please e-mail any corrections to

iorffi@sipc.org and so indicate on the form filed

Name and telephone number of person to contact

respecting this form

150
150

150

Energy Hunter Securities Inc

el cor

Ip1e.rthiPerer

oeanl..uoe

A4hoIze 5ietiir

Received Reviewed

Documentation ________ Forward Copy



so

so

to page line 2.A

DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts for the fiscal period

beginning January
20.1.2..

and ending Denur 20...i.

Eliminate cents
itemNo

15596302a Total revenue FOCUS Line 12/Part hA Line Code 4030 $____________________________

2b Additions

Total revenues from the securities business of subsidiaries except foreign ubsidiaries and

predecessors not included above

Plet loss from
principal Uansaclions in securities in trading accounts

______________________________

Net loss from principal transactions in commodities in
trading accounts

Interest and dividend expense deducted in delermtning item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registration tees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities
_____________________________

Net toss from securities in investment accounts
_________________________________

Total additions
_____________________________

2c Deductions

Revenues from the distribution of shares of registered open end investment company or unit

investment trust from the sate of variable annuities from the business of insurance from investment

advisry services rendered to registered investment companies or insurance company separate

accounts and front transactions in security futures products ______________________________

Revenues from commodity transactions

CommissIons floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy solicitation
_____________________

Net gain from securities In inveslotent accounts
______________________________

tOO% of commissions and markups earned from transactions in certilicales of deposit and

ii Treasury bills bankers acceptanceS or commercial paper that mature nine months or less

from issuance date
_____________________________

Direct expenses of printing advertising and legat fees incurred in connection with other revenue

related to the securities busineSs revenue defined by Section 189L of the Act ______________________________

Other revenue not related either directly or indireelty to the securities business

See instruction

private placement of non-registered partnershIp units

Total interact and dividend expense FOCUS tine 22/PART IlA Line

Code 4075 plus tine 2b4 above but not in excess

of total interest and dividend income _______________________________

ii 40% of margin interest earned on cUStomers securities

accounts 40% of FOCUS fine Code 3960 $___________________________

Enter the greater of line or ii

Total deductions

2d $IPC Net Operating Revenues

2e General Auessrnent .O025

1559630


